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TOUCHE ROSS
in the field of Health Care
Adding a new wing, preparing a budget and forecast and evaluating the effectiveness
of operations are some of the areas that present financial and management challenges to
health care institutions. In its long involvement with health care providers, Touche Ross
has assisted many institutions in dealing with such problems. The briefly described cases
represent a broad range of problems and the assistance we have offered.

A community hospital was experiencing severe financial hardship
and increasingly negative operating results. After an analysis of
operations on a departmental basis and the development and application of improvement techniques, Touche Ross projected reductions in overhead, fixed-cost levels and operating costs. Twelve per
cent savings under previous expense budgets, and sounder operations, would mean an operational turn-around for this institution.
In the southwestern United States, our firm was engaged to plan
the integration on a single campus of four agencies in different
locations, which provided mental health care, educational services,
a workshop, and some housing for retarded children and adults.
We developed plans for centralized intake and referral, service delivery, training programs, research, public information, food service, maintenance, and transportation: also land-use and site plans.
Reporting requirements were also defined, and applications drafted for federal and state grants.
After analyzing all medical and financial operations of a 1,000-bed
general hospital, our firm designed two automated systems. The
computerized billing and accounts receivable system consolidates
all data on charges, payments, and professional fees. It prorates
bills and prints them automatically on discharge, also billing Medicare, Medicaid, or other third parties, and prepares reports on
accounting and collection records. The financial planning and
management reporting system provides information for cost and
revenue accounting by responsibility centers, analyzes costs, plans
earnings, identifies management problems, and supplies all needed
reports.
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For a 500-bed county hospital, we assessed the efficiency and
economic effectiveness of the hospital. This included identifying
the goals, policies, and guidelines in force and ascertaining their
effectiveness in controlling hospital management. Hospital organization structure and management were evaluated in relation to
objectives. Cost-effectiveness of each hospital department was
evaluated, also its fiscal structure and fees. Several Touche Ross
recommendations were already being implemented when the report was submitted.
A medium-size community hospital was anticipating expansion
which would almost double its bed capacity. Our firm prepared a
feasibility study which included a definition of the market area,
establishing demographic characteristics, reviewing bed needs, and
projecting occupancy levels of the expanded facility. With this
data, financial feasibility of the project was projected and financial
statements produced, available to an underwriter in developing a
prospectus.

Other organizations in the health care field, which do not provide health care them
selves, are also confronted with specific problems. Here are some cases in which government agencies obtained help from Touche Ross.
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Many health care institutions are confronting problems created by
Phase II and the Economic Stabilization Program. Our firm has
assisted a number of institutions and organizations in complying
with Phase II requirements and in filing for exceptions.
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Administrators in 10 states have asked Touche Ross for help in
developing management information and control systems for Medicaid. In one state we also helped draft the Medicaid legislation. In
general, our firm documents the existing system, suggests improvements, and helps to implement new systems and reporting procedures. Touche Ross' Medicaid systems involve (I) Recipient Eligibility Determination, (2) Provider Enrollment, (3) Invoice Processing, (4) Performance, Surveillance, and Utilization Reviews, (5)
Federal Reporting, (6) Cost Settlement and Auditing, (7) Medicare
Premium Processing (Buy-In), and (8) Program Inquiry and Advisory Services.
A major eastern state's Hill-Burton agency, its department of
health, asked Touche Ross to help develop a system to improve
speed and quality of reviews of Hill-Burton applications. We analyzed the existing system and planned a new one which was immediately implemented. It automatically notes delayed projects,
shows current status of any application at once, provides constant
surveillance of the whole system, and separates status reports of
"needs" by area.
The crippled children's division of a state department of public
welfare asked our firm for a Health Problem Index, ranking the
seriousness, in terms of lost productivity, from both illness and
death, of 17 major disease categories; also a Health Care Cost
Index for each of these. Touche Ross provided these, along with a
manual for keeping them up to date, and suggestions for improvement of record keeping. Significant variations in relative seriousness of diseases appeared, as a result of using illness as well as
mortality statistics. With the indexes administrators were able to
allocate resources more effectively.
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The following case studies concern insurers of health care.
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A major group medical plan asked as to make an overall review of
its administration, assessing the economic effectiveness of operations and suggesting improvements. We will evaluate the structure,
staffing, operations, commitment
of resources, efficiency,
and
cost-effectiveness
of operating components in each
department;
will statistically compare certain operations with those of similar
organizations, and will suggest action to improve future operations.
An independent insurance plan had us poll health care insurance
subscribers regarding their awareness of, and attitudes toward, similarplans and those of competitors. A. random sampling of 500
subscribers were queried about the public image of various plans,
impressions retained from advertising and publicity, subscriber satisfaction with benefits and services, and desired additional benefits. Results were presented with interpretation,
recommendations,
and comparison with a similar Touche Ross survey two years
earlier.
Another insurance plan engaged our firm to analyze, evaluate, and
improve claims processing. This required a review of nine months
of claims processing, a feasibility study, recommendations for improvement, and implementation
of a new system. Detailed processing cost information was developed after analyzing the tasks and
personnel involved and the overhead factors. The plan's interfaces
with all types of health care providers were analyzed, also the
many types of health-care programs administered, and the various
ways in which they accumulate charges and submit invoices.
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A national association of health insurers had Touche Ross do a
feasibility study regarding evaluation and comparison of use of
hospital and ambulatory care under three arrangements: solo practice on a fee-for-service' basis, multispecialty group practice on a
fee-for-service basis, and multispecialty group practice on an enrolled prepaid basis. Three diagnoses were tested against the three
forms of medical practice, as reflected in hospital records. An
advisory committee, representing the three modes of practice, was
given the data and ruled on the appropriateness of hospitalization
and efficacious'use of hospital services.

academic institution.

A midwestern university medical center with medical and dental
schools and a 450-bed hospital asked Touche Ross for a new organizational plan. All top and middle management of both university and medical center were interviewed and relationships examined. Recommendations, immediately implemented, included new
organization for the hospital and medical center support functions, revised organization of dental and medical schools, personnel changes at the medical center, and new reporting relationships
between center and university. We then developed the structure
down to first-level supervisors, prepared an organization manual,
and made sure all the personnel understood their jobs and the new
organization.
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